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OATH OR AFFIRMATION

1, J. DAVID COKER , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
COKER PALMER PHILLIPS & MULLEN

, as
of DECEMBER 31 ,20 04 | are true and correct. I further swear (or affirm) that
neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

NO EXCEPTIONS

Go

Signature

PRESIDENT
Title

Notary Publlc

This report ** contains (check all applicable boxes): '

™ (a) Facing Page. o

@ (b) Statement of Financial Condition.

@ (¢) Statement of Income (Loss).

® (d) Statement of KNANXX XX RIEHMAXRMKNENK Cash Flows.

X (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.

O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

K (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requ1rements Pursuant to Rule 15¢3-3.

O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.

@ (j) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

O (k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

X (1) An Oath or Affirmation.

0 (m) A copy of the SIPC Supplemental Report.

@ (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

To the Board of Directors
Coker Palmer Phillips & Mullen

We have audited the accompanying statements of financial condition
of Coker Palmer Phillips & Mullen (an S Corporation) as of December 31,
2004 and 2003, and the related statements of income, changes 1in
stockholders’ equity, and cash flows for the years then ended that you
are filing pursuant to Rule 1l7a-5 under the Securities Exchange Act of
1934. These financial statements are the responsibility of the Company's
management. Qur responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant esti-
mates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of Coker Palmer
Phillips & Mullen as of December 31, 2004 and 2003, and the results of
its operations and cash flows for the years then ended, in conformity
with accounting principles generally accepted in the United States of
America.

Our audits were conducted for the purpose of forming an opinion on
the basic financial statements taken as a whole. The information con-
tained in Schedules I and II is presented for purposes of additional
analysis and is not a required part of the basic financial statements,
but 1s supplementary information required by Rule 17a-5 under the
Securities Exchange Act of 1934. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly stated in all material respects
in relation to the basic financial statements taken as a whole.

[feddos ot Bk 4 bllan ALE

Memers AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACOOUNTANTS
Pruvare Companies PracTice SecTion anp SEC Pracrice Section

February 9, 2005
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COKER PALMER PHILLIPS & MULLEN

STATEMENTS OF FINANCIAL CONDITION

ASSETS
December 31,
2004 2003
CASH AND CASH EQUIVALENTS S 683,215 746,122
RECEIVABLE FROM AND DEPOSITS WITH CLEARING BROKER 118,956 70,699
OTHER ACCOUNTS RECEIVABLE 6,255 33,311
PREPAID EXPENSES 5,123 -
INVESTMENTS:
Partnership interest - Note 7 232,398 88,927
FURNITURE AND EQUIPMENT, net of accumulated
depreciation of $274,784 in 2004 and
$254,003 in 2003 - Note 1 64,776 47,684
s 1,110,723 996,743
LIABILITIES AND STOCKHOLDERS' EQUITY
LIABILITIES:
Accounts payable S 76,463 82,816
Accrued expenses 50,808 155,583
Retirement plan contribution - Note 6 387 6,554
Notes payable - Note 3 225,050 250,050
Total liabilities 352,708 495,003
STOCKHOLDERS' EQUITY:
Common stock, $.01 par value; 1,000,000
shares authorized, 120,000 shares issued
and outstanding - Note 5 1,200 1,200
Paid-in capital . 88,072 88,072
Retained earnings 668,743 412,468
Total stockholders' equity 758,015 501,740
$ 1,110,723 886,743

The accompanying notes are an integral part of these financial statements.
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COKER PALMER PHILLIPS & MULLEN

STATEMENTS OF INCOME

Year Ended December 231,

2004 2003
REVENUE:
Commissions $ 4,600,416 4,143,615
Investment income:
Interest 6,665 2,035
Income from partnership investments -
net - Note 7 81,221 34,954
Gain on investment securities - 4,850
4,688,302 4,185,454
EXPENSES:
Compensation and related expenses 3,275,521 2,903,381
Brokerage and clearing fees 516,395 620,487
Occupancy and management services 168,394 144,590
Communications 76,186 71,320
Quote services 145,666 150,992
Depreciation expense 20,781 21,839
Other operating expenses 179,140 131,106
4,382,083 4,043,715
NET INCOME S 306,219 141,739

The accompanying notes are an integral part of these financial statements.

-3-
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COKER PALMER PHILLIPS & MULLEN

STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

Common Paid-in Retained
Stock Capital  Earnings Total
BALANCES, December 31, 2002 $ 1,200 88,072 270,729 360,001
Net income for year - - 141,739 141,739
BALANCES, December 31, 2003 1,200 88,072 412,468 501,740
Net income for year - - 306,219 306,218
Distributions to stock-
holders - - {49,944) (48,944)
BALANCES, December 31, 2004 $ 1.200 88,072 668,743 758,015

The accompanying notes are an integral part of these financial statements.
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COKER PALMER PHILLIPS & MULLEN

STATEMENTS OF CASH FLOWS

2004
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income $ 306,219
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation 20,781
{Income) from investment partnerships (163,779)
Realized and unrealized (gain) on
marketable securities -
(Increase) decrease in operating assets:
Receivable from and deposits with
clearing broker (48,257)
Other accounts receivable 27,056
Prepaid expenses (5,123)
Increase (decrease) in operating
liabilities:
Accounts payable and accrued expenses (117,295)

Net cash provided by operating
activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sale of marketable securities
Purchase of furniture and equipment
Purchase of investment partnership interest
Distribution from investment partnerships
Net cash provided (used) by
investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notes payable
Payments on notes payable
Distributions to stockholders
Net cash provided (used) by finan-
cing activities

NET INCREASE (DECREASE) IN CASH
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS AT END OF PERIOD $

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid during the year for:
Interest $

19,602

(37,873)
(20,000)

50,308

(7,565)

(25,000)
(49,544)

(74,944)
(62,907)

746,122

683.215

Year Ended December 31,

2003
141,739
21,839
(86,069)
(4,850)

(37,606)
(21,476)

177,782
191,359
103,850
(15,113)
26,000

114,737

250,050

250,050
556,146
189,976

746,122

3.581

The accompanying notes are an integral part of these financial statements.
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COKER PALMER PHILLIPS & MULLEN

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

Coker Palmer Phillips & Mullen (the "Company") 1is a registered
securities broker-dealer located in Jackson, Mississippi. The Company
is in the process of changing its official name with the Mississippi
Secretary of State’s office from Coker & Palmer, Inc. to Coker Palmer

Phillips & Mullen. The Company clears its transactions on a fully
disclosed basis through another broker. Under the terms of its
clearing agreement, the Company 1s required to guarantee the

performance of its customers in meeting contracted obligations.

Basis of Accounting

The accounting records of the Company are maintained on the accrual
basis whereby revenue 1is recorded when earned and expenses are
recognized when incurred. The securities transactions and the related
commission revenue and expenses are recorded on trade date.

Cash and Cash Ecuivalents

For purposes of the statement of cash flows, the Company considers
all highly liquid debt instruments purchased with an original maturity
of three months or less to be cash equivalents.

Security Transactions

Marketable securities are valued at market wvalue. Gains' (losses)
on investment securities includes both realized and unrealized gains
and (losses).

Furniture and Egquipment

Furniture and equipment are stated at cost. Depreciation is com-
puted using straight line and accelerated methods over the estimated
useful lives of the assets, five to seven years.

Income Taxes

The Company has elected to be taxed as an S corporation under the
provisions of the Internal Revenue Code. Under those provisions, the
Company does not pay corporate income taxes on its taxable income.
Instead, stockholders are liable for individual income taxes on their
respective shares of the Company's taxable income.
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COKER PALMER PHILLIPS & MULLEN

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED:

Estimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires management to make
estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Falir Value of Financial Instruments

The carrying wvalue of cash, receivables and accounts payable
approximates fair wvalue due to the short maturity of these instru-
ments.

NOTE 2 - OFF-BALANCE SHEET CREDIT AND MARKET RISK

Financial instruments which potentially subject the Company to
concentrations of credit risk include temporary cash investments and
trade receivables.

The Company maintains its cash accounts with high credit quality
financial institutions. At times, such accounts are in excess of the
FDIC insurance limit.

Securities transactions of customers are introduced to and cleared
through a clearing broker. In conjunction with the clearing broker,
the Company seeks to control the risks associated with its customer
activities by requiring customers to maintain collateral in compliance
with various regulatory and internal guidelines. Compliance with the
various guidelines are monitored daily and, pursuant to such guide-
lines, the customers may be required to deposit additional collateral
or reduce positions where necessary.

Receivables from and the deposits with the clearing broker repre-
sent a concentration of credit risk and primarily relate to commis-
sions receivable on securities transactions. The Company does not
anticipate nonperformance by customers or its clearing broker. In
addition, the Company has a policy of reviewing, as considered
necessary, the clearing broker with which it conducts business.
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COKER PALMER PHILLIPS & MULLEN

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003

NOTE 3 - NOTES PAYABLE

Notes payable were as follows as of December 31, 2004 and 2003:

Note payable, collateralized by all ac-

counts, contract rights, chattel paper,

general intangibles, equipment, and furni-

ture and fixtures, due in semi-annual in-

stallments of $12,500 to be applied to

principal and interest at 5.5%. The final

payment of principal and interest, if not

sooner paid, shall be due and payable on

July 15, 2008. $ 225,050 $ 250,050

NOTE 4 - NET CAPITAL REQUIREMENTS

The Company is subject to the Securities and Exchange Commission
Uniform Net Capital Rule (Rule 15c¢3-1) that requires the maintenance
of minimum net capital and requires that the ratio of aggregate
indebtedness to the net capital, both as defined, shall not exceed 15
to 1.

Net capital and aggregate indebtedness change from day to day, but
at December 31, 2004, the Company had net capital of $449,463, which
was $349,463 in excess of its required net capital of $100,000. At
December 31, 2003, the Company had net capital of $321,818, which was
$221,818 in excess of its required net capital of $100,000. The net
capital rule may effectively restrict the payment of cash dividends.
The Company's net capital ratio was .78 to 1 and 1.39 to 1 at December
31, 2004 and 2003, respectively.

NOTE 5 - CAPITAL STOCK RESTRICTIONS

The Corporation’s Shareholders’ Agreement limits the right of its
stockholders to sell or transfer their stock. A stockholder must
advise the Corporation and other stockholders in writing of their
desire to sell or transfer any of the Corporation’s stock. The
Corporation shall have an option for sixty days within which to
acquire the stock. In the event that the option is not exercised by
the Corporation, any of the remaining stockholders shall have an
option for an additional ten days to acquire the stock. If neither
option 1is exercised, the restriction on transfers shall no longer
apply to such stockholder.
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COKER PALMER PHILLIPS & MULLEN

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003

NOTE 6 - RETIREMENT PLAN

The Company has established a Salary Reduction Simplified Employee
Pension Plan (SARSEP) covering substantially all employees. Partici-
pants may contribute a portion of their compensation to the plan.
Company contributions are made at the discretion of the Board of
Directors. Discretionary contributions in the amounts of S0 and S0,
and elective contributions of $113,510 and $57,646 were made for the
yvears ending December 31, 2004 and 2003, respectively.

NOTE 7 - RELATED PARTIES

In November 1998, the Company occupied an office building owned by
a separate company that has common ownership with Coker Palmer
Phillips & Mullen. There is no lease agreement. Rent paid for 2004
and 2003 was $116,398 and $114,996, respectively.

In February 1998, the Company organized a limited partnership,
Navarre Partners, L.P., to invest funds in marketable securities. 1In
addition, the Company organized a second limited partnership, Tricolor
Partners, Inc., that is also to invest funds in marketable securities
in June 2004. The Company is the general partner of both partner-
ships. The Company’s interest in the partnerships is reported on the
financial statements at an amount ecual to the partners’ capital
account balance at December 31, 2004 and 2003 as follows:

2004 2003
Balance per capital accounts at beginning
of year $ 98,927 38,858
Contribution to capital 20,000 -
Allocable share of partnership income
for the year 163,779 86,069
" Distributions during the year (50,308) (26,000)
Capital balances at end of year $ 232,398 98,927

The partnerships’ income recognized has been reported net of
expenses directly related to the income incurred in the Company s role
as general partner as follows:

2004 2003
Gross income s 163,779 86,069
Less expenses incurred directly related
to the partnership income (82,558) (51,115)
Net.income realized $ 81,221 34,954
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COKER PALMER PHILLIPS & MULLEN

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2004 AND 2003

NOTE 8 - MAJOR CUSTOMER

During 2004 and 2003, one of the Company’'s clients,

tional investor, generated approximately 20% and 31%,
the Company’s commission revenue.
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COKER PALMER PHILLIPS & MULLEN SCHEDULE
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2004

STOCKHOLDERS' EQUITY:

Capital stock outstanding S 1,200
Additional paid-in capital 88,072
Retained earnings 668,743
758,015
DEDUCTIONS:
Non-allowable assets:
Furniture and equipment S 64,776
Non-public partnership interest 232,398
Receivables from non-customers 6,258
Prepaid expenses 5,123
308,552
Net capital before haircuts on
securities positions 449,463
Less: Haircuts -
Net capital 449,463
AGGREGATE INDEBTEDNESS:
Accounts payable and accrued expenses 127,658
Notes payable 225,050
352,708

MINIMUM CAPITAL REQUIREMENTS (6.67% of
$352,708 subject to a minimum capital

of $100,000) ' 100,000
Capital in excess of minimum
requirement S 49,46
PERCENTAGE OF AGGREGATE INDEBTEDNESS TO NET CAPITAL -18 to 1%

" RECONCILIATION WITH COMPANY’S COMPUTATION (INCLUDED
IN PART II OF FORM X-17A-5 AS OF DECEMBER 31, 2004):
Net capital, as reported in Company's Part II

(unaudited) Focus Report S 481, 262
Less:

Increase in accrued expenses . (28,799)

Reduction in allowable assets {3,000)
Net capital as computed above S _449.,4

-11-
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COKER PALMER PHILLIPS & MULLEN SCHEDULE II

OTHER SCHEDULES
DECEMBER 31, 2004

following schedules are not being filed as they are

inapplicable, or not required:

1.

Computation for Determination of Reserve Requirements Pursuant
to Rule 15c3-3 is not applicable since respondent forwards all
transactions of its customers to a clearing broker.

Information relating to the possession or control requirements
under Rule 15c¢3-3 is not required since respondent forwards all
securities directly to its clearing broker.

Reconciliation between audited and unaudited Statements of
Financial Condition with respect to methods of consolidation.

Statement of Changes in Liabilities Subordinated to Claims of
Creditors is not required since no liabilities of the respondent

‘are subordinated to the general claims of creditors.

-12-
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INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS' REPORT
ON INTERNAL CONTROL

Board of Directors
Coker Palmer Phillips & Mullen

In planning and performing our audit of the financial statements of
Coker Palmer Phillips & Mullen for the year ended December 31, 2004, we
considered its internal control, including control activities for
safeguarding securities, in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and
not to provide assurance on internal control.

Also, as required by Rule 17a-5(g) (1) of the Securities and Exchange
Commission, we have made a study of the practices and procedures followed
by Coker Palmer Phillips & Mullen including tests of such practices and
procedures that we considered relevant to the objectives stated in Rule
17a-5(g), in making the periodic computations of aggregate indebtedness
(or aggregate debits) and net capital under Rule 17a-3(a) (11) and the
reserve required by Rule 15c¢3-3(e)3. Because the Company does not carry
securities accounts for customers or perform custodial functions relating
to customer securities, we did not review the practices and procedures
followed by the Company in any of the following:

(1) Making quarterly securities examinations, counts, verifications
and comparisons and recordation of differences required by Rule
17a-13.

{(2) Complying with the requirements for prompt payment for securities
under Section 8 of Federal Reserve Regulation T of the Board of
Governors of the Federal Reserve System.

(3) Obtaining and maintaining physical possession or control of all
fully paid and excess margin securities of customers as required
by Rule 15c¢3-3.

The management of the Company 1s responsible for establishing and
maintaining internal contrcl and the practices and procedures referred to
in the preceding paragraph. In fulfilling this responsibility, estimates
and judgments made by management are required to assess the expected
benefits and related costs of controls and of the practices and
procedures referred to in the previous paragraph, and to assess whether
those practices and procedures can be expected to achieve the SEC's

-13-



above-mentioned objectives. Two of the objectives of internal control
and the practices and procedures are to provide management with
reasonable, but not absolute, assurance that assets for which the Company
has responsibility are safeguarded against loss from unauthorized use or
disposition and that transactions are executed in accordance with manage-
ment's authorization and recorded properly to permit the preparation of
financial statements in conformity with accounting principles generally
accepted in the United States of America. Rule 17a-5(g) lists additional
objectives of the practices and procedures listed in the preceding
paragraph. '

Because of inherent limitations in internal control ‘or the practices
and procedures referred to above, errors or fraud may occur and not be
detected. Also, projection of any evaluation of them to future periods
is subject to the risk that they may become inadequate because of changes
in conditions or that the effectiveness of their design and operation may
deteriorate.

Our consideration of internal control would not necessarily disclose
all matters that might be material weaknesses under standards established
by the American Institute of Certified Public Accountants. A material
weakness is a condition in which the design or operation of the specific
internal control components does not reduce to a relatively low level the
risk that error or fraud in amounts that would be material in relation to
the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing
their assigned functions. However, we noted no matters involving internal
control, including control activities for safeguarding securities, that
we consider to be material weaknesses as defined above.

We understand that the practices and procedures that accomplish the
objectives referred to in the second paragraph of this report are
considered by the SEC to be adequate for its purposes in accordance with
the Securities Exchange Act of 1934 and any related regulations, and that
practices and procedures that do not accomplish such objectives, in all
material respects, indicate a material inadequacy for such purposes.
Based on this understanding and on our study, we believe that the Com-
pany's practices and procedures were adequate at December 31, 2004, to
meet the SEC's objectives.

This report is intended solely for the information and use of the
Board of Directors, management, the SEC and other regulatory agencies
that rely on Rule 17a-5(g) under the Securities Exchange Act of 1934 in

their regulation of registered brokers and dealers, and is not intended
to be and should not be used by anyone other than those specified

Widdos  fud koo {llhan Prrc

February 9, 2005
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